INITIAL DISCUSSION PAPER

Proposed Revisionsto
Compliance Policy and Procedures Manual Chapter 5, Returns

Issue

Shall Compliance Policy and Procedures Manual Chapter 5, Returns, be revised as recommended
by staff?

Background

The Compliance Policy and Procedures Manual (CPPM) is the State Board of Equalization’s
(Board) guide for compliance functions including registration, account maintenance, and
collections. The nine chapters contained within the CPPM incorporate procedures and
techniques that have evolved over the years and have proven to be sound and practical. Board
employees are required to follow these procedures to ensure fair and uniform treatment of
taxpayers.

CPPM Chapter 5, Returns, provides guidelines on the type of returns provided by the Board, the
receipt and processing of sales and use tax returns and payments by the Board’s district offices,
and the tracking and administration of delinquent accounts. These guidelines enable staff to
effectively administer the returns and payments submitted by taxpayers.

The statutes concerning returns and payment are primarily in Revenue and Taxation Code
(RTC), Division 2, Part 1, Chapter 5, Determinations, (commencing with section 6451). RTC
section 6452 provides for the filing of returns for the purpose of reporting sales or use tax.
Under this section, every seller of tangible personal property must file a sales tax return with the
Board on or before the last day of the month following a three-month quarterly period.
Similarly, consumers of tangible personal property are required to file a use tax return unless
sales tax has been paid to aretailer authorized to collect the tax. Returns are to befiled inaform
prescribed by the Board, which may include electronic media. Persons required to file must
deliver the return and payment to an office of the Board. The Board may authorize a filing
extension under certain circumstances. RTC section 6471 provides that taxpayers whose
estimated tax liability is $17,000 or more per month make monthly prepayments of tax. RTC
sections 6479.3 to 6479.5 provide the conditions for paying tax by electronic funds transfer.

CPPM Chapter 5 was last revised in August 1998. Revisions proposed for the chapter include:
= Incorporation of procedural changes resulting from the adoption of IRIS and ACMS.

= Addition of information about new return filing and local tax allocation procedures.

= Deletion of material being moved to other CPPM chapters.

= |ncorporation of changesin grammar, format and terminology.

The proposed revisions to CPPM Chapter 5 are shown in Exhibit 1. Details of these revisions
are discussed below.
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Discussion of the proposed revisions to Chapter 5 is scheduled for the Business Taxes
Committee meeting on June 20, 2001.

Discussion of Proposed Revisions

Procedural Changes

The implementation of the Integrated Revenue Information System (IRIS) replaced most manual
administrative functions with computer based procedures. In Chapter 5, the computer
procedures affected the processes for the determination and adjustment of amounts unreported by
taxpayers. Prior to IRIS, the processes for issuing a determination and adjusting returns or
determinations used a number of different forms and a stand-alone computerized procedure.
IRIS integrated all these processes into a compliance assessment module (CAS). The revised
procedures are outlined in Sections 540.200 through 540.230.

In addition to the development of IRIS, the Sales and Use Tax Department (Department)
developed the Automated Compliance Management System (ACMS). This system helps staff to
process accounts by providing an on-line system to track and comment on steps taken to resolve
taxpayer issues. In Chapter 5, the issue being managed by ACMS is the resolution of delinquent
accounts. These are accounts for which the taxpayers have not filed returns, have been mailed
Notices of Hearing, or have had their licenses or permits revoked for any reason. Procedures for
administering delinquent accounts are covered in Section 550.000, Delinquency Control.
Procedures currently described in Chapter 5 are based on manual processing of delinquent
accounts. The use of IRIS and ACMS to generate and work delinquent accounts has resulted in
new procedures and timeline for the clearance or revocation of delinquent accounts. These
procedures and the timeline are incorporated into Section 550.000.

New Return Filing Procedures

Since the last revision of the chapter, the Department established new return filing procedures.
These include electronic filing (e-filing) and the use of Form 79-B, Individual Use Tax Return,
by unregistered individuals to report use tax. Information about e-filing will be incorporated in
Section 505.035. Information about Form 79-B isincorporated in Section 505.030.

Loca Tax Allocation

One purpose of the sales and use tax return is to accurately allocate the local and district tax that
the Board collects on behalf of cities, counties, and special tax districts. To date, generd
information about local and district tax has not been included in Chapter 5. The proposed
revisions will include an overview of local and district tax reporting in a new section.
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Material Moved to Other Chapters

The current draft of Chapter 5 includes detailed information about the processing of use tax
returns filed for unreported purchases of vehicles, vessels and aircraft. The proposed revision
transfers this information to Exhibit 4 in Chapter 5 pending completion of the new CPPM
Chapter 8, Consumer Use Tax. Completion of Chapter 8 is scheduled for December 2001.

Revisions to Grammar, Format, and Terminoloqy

Proposed grammatical revisions are minor and intended to conform Chapter 5 to current usage.
Proposed revisions to format include the addition of a separate appendix for certain tables and
charts and the removal of illustrations of Board-issued returns from the body of the chapter. To
obtain samples of returns and other documents, users of the manual are referred to the current
versions posted to the Board' s Internet and Intranet websites. Proposed revisions to terminol ogy
standardize references to the Board' s district offices and update the names of headquarters units
where appropriate.

Summary

The sales and use tax return process is a vital component of the Board of Equalization’s tax
administration. Returns are the primary source of information about revenue owed and are the
conduit through which these revenues are collected by the Board. When ataxpayer failsto filea
return or pay the amount owed, accurate and efficient tracking and processing enables staff to
initiate action to ensure that a taxpayer reports and pays the proper amount of tax. CPPM
Chapter 5 details the policies and processes used to ensure efficient administration of the tax
return process.

Prepared by the Program Planning Division, Sales and Use Tax Department

Current as of 02/05/2001

CPPM5 - IDP.doc
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CHAPTER V
RETURNS
500.000
GENERAL STATEMENT ON RETURNS 505.000
WHO MUST FILE RETURNS 505.010

Under section 6452 of the Revenue and Taxation Code (RTC), every seller and every person liable for
sales tax must file a return with the Board. In addition, every person who purchases tangible persona
property that is subject to the use tax must file a return if he or she did not pay the use tax to a retailer
required to collect the tax. RTC section 6453 requires sellers to show their gross receipts from retail
sales on the returns or the total sales price of property subject to use tax. Purchasers must show the tota
sales price of the property purchased, the storage use, or consumption of which property became subject
to use tax during the preceding reporting period.

Accordingly, Eeach taxpayer who has an active account under any of the revenue laws administered by
the Board is required to file returns and pay amounts due at regular intervals as prescribed by law and
required by the Board. Unless returns are filed, the Board remains uninformed as to whether any tax is
due and if so, what-ameunts-are-thvelved—the amount of tax due. A return must be filed even though
there may be no transactions to report or tax to pay._In addition, sellers and purchasers not currently
registered by the Board may be required to file returns if they make sales or untaxed purchases sufficient
to qualify them as retailers or consumers.

RETURNS SUBJECT TO AUDIT VERIFICATION 505.020

All of the revenue laws administered by the Board provide for the self-assessment of taxes due
thereunder. All of the returns on which the self-assessments are made are subject to verification by audit.

RETURN FORMS FURNISHED BY THE BOARD 505.030

Under RTC section 6452, Rreturns must be in such form as prescribed by the Board, including electronic
media Under al of the laws administered by the Board, the Board furnishes tax return forms are
furnished-to taxpayers. If a taxpayer has been informed by the Board that he or she is required to make
monthly prepayments of their quarterly tax under the Sales and Use Tax Law, the Board furnishes
PQrepayment formsarealseium—sheel—to the taxpayer : : t-they

The Board normally provides standard return forms to registered taxpayers. The use of a standard form

is not only a service to the taxpayer, but it also expedites the Board processing of returns after they are
filed. For most taxpayers, the form is on paper and is mailed to the taxpayer as third-class mail. The
mailed form includes certain preprinted taxpayer information such as the account number, the tax area
code, and abar code to expedite processing. Effective for the quarter ending December 31, 2000, certain
taxpayers are given the option to file electronically through a service provider caled an Electronic
Return Originator (ERO). (See section 505.035.)

The Board also provides Form 79-B, Individual Use Tax Return, for consumers who wish to voluntarily
report use tax on untaxed purchases. Thisform is available on the Board's Internet and Intranet websites.

Failureto receive a return form from the Board does not relieve the taxpayer of the obligation to
fileatimely return._A taxpayer who has not received aform must obtain the appropriate form and file it
with the Board within the time specified by law. A taxpayer may obtain a sales and use tax return form
from any Board office, through a call to the Board’s Information Center at 1-800-400-7115, or by
accessing the Board' s website at www.boe.ca.gov.

January 2001



RETURNS

ELECTRONIC FILING (E-FILING) 505.35

Effective December 2000, the Board of Equalization (BOE) implemented its Electronic Filing (e-filing)
Program, which provides taxpayers an aternative to filing paper returns. Specifically, taxpayers are able
to file returns and pay any amount due using the Internet.

The E-Filing Program works in partnership with Electronic Return Originators (ERO), who will gather
the return and payment information from taxpayers and transmit it to the BOE in real time. The ERO
will be able to communicate with our system to determine if the taxpayer is eligible to e-file and, if so,
which period is available to be e-filed. Upon receipt of a valid transmission, the BOE will return a
Confirmation of Filing Number to the ERO, which will be passed on to the taxpayer. Additionaly, the
BOE will provide the taxpayer the option of warehousing the transaction until the due date.

The e-filing system uses the system to make inquiries on accounts and return validation information, such
as name, address, eligibility, etc. The current period eligible to be efiled will be determined from
information stored in the system. Eligibility will be based on the most current information available
about an account. Electronic returns will be processed through the system in the same manner that paper
returns are processed.

Participation in the E-Filing Program is voluntary. Taxpayers who e-file for one period are not required
to efile for another period. Therefore, returns will continue to be mailed to all taxpayers. Taxpayers
interested in participating in the E-Filing Program must enroll with an ERO listed on the BOE web-site.
As part of the enrollment process, the ERO will provide €eligible taxpayers with the Declaration of Intent
to E-File. The taxpayer must agree to the conditions set forth in the declaration before proceeding. The
taxpayer then provides the tax return information to the ERO, who forwards it to the BOE. Once the
filing has been accepted for processing, the BOE will send a Confirmation of Filing Number.

Only sales and use tax, single outlet retailer accounts filing Form BOE-401-A, with schedule A only, or
Form BOE-401-EZ are €ligible to E-File as of January 2001. Accounts that meet these criteria are
eligible to efile even if they are revoked. In addition, temporary accounts with a single location are
eligible to efile, as are any state agencies and California municipalities that are granted automatic
extensions (see Sections 535.050 and 535.060) provided they qualify as a single outlet retailer. If an
account is revoked at the time of application, a warning message will be sent to the ERO along with the
Confirmation of Filing Number. The warning message will inform the ERO that receipt of areturn does
not complete the taxpayer’s reinstatement process. The ERO is required to forward this message to the

taxpayer.
Accountsthat areineligible for E-Filing include, but are not limited to:

e Tax or fee program accounts other than Sales and Use Tax.

e Accountsfiling amended or corrected returns.

e Accounts that require reporting on multiple schedules, other than single outlet Schedule A.

e Accountsin bankruptcy/assignment status.

e BOE designated confidential accounts and Secretary of State designated confidential accounts.

e Accounts required to make monthly estimated prepayments of tax.

e Accounts claiming a manufacturer’ s exemption deduction.

e Accounts claiming the aircraft adjustments for local tax and reguire a supplemental schedule.

e Mandatory Electronic Funds Transfer (EFT) accounts.

When an account is not eligible for e-filing, a message will be returned to the ERO referring the taxpayer
to the eligibility reguirements for e-filing on the BOE's web-site, and the toll free telephone number for
the Customer and Taxpayer Services Information Center. The ERO will forward the message to the
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taxpayer. A taxpayer that requires additional assistance can cal the Information Center at 1-800-400-
7115, and arepresentative will provide the reason(s) for ineligibility to e-file.

Potential EROs must enroll with the BOE by submitting a completed Form BOE-400-ELF, Electronic
Return Originator Application. Rules, procedures, technical requirements of the program, and the BOE-
400-ELF are presented in the E-Filing Handbook and Specifications. An ERO that wishes to participate
in the E-Filing Program must pass both the qualifications review and system testing. System testing is a
predetermined selection of return scenarios that validate the ability to transmit data to, and receive data
from, the BOE in a specified format. After successful completion of testing, the ERO name and hyperlink
will be added to the aphabetical listing of authorized ERO on the BOE web-site. Taxpayers can choose
any authorized ERO to transmit their electronic return to the BOE. Taxpayers can choose a different
ERO for each return period. An ERO isin no way affiliated with the BOE and the BOE does not receive
any portion of the fees charged to the taxpayer for the e-filing service.

Returns with tax due must have the tax paid in full at the time of efiling. Currently, only Automated
Clearing House (ACH) Dehit transactions will be accepted. The ERO will be required to collect the
taxpayer's banking information along with the amount to be paid and forward it to the BOE for
processing. The BOE will create the Direct Debit file and forward it to the State’ s bank for processing.

Provisionsfor filing other types of returns will be phased in over time.

RETURN FORMS UNDEHVERED BY-THE-POST-OFHCEREQUIRING ADDRESS CHANGESS505.040

The United States Postal Office-Service does not forward third class mail if the mailing address is
incorrect. eg-taxreturns—Consequently, Yndelivered-returns forms that are returned to the Board as
undeliverable are directed to the fielddistrict offices or initiating Headguarters-Sectionheadquarters
section so that the condition causing their return may be corrected. Priority should be given to remailing
the returns by first class mail when a forwarding address is known. Special first class envelopes are
available from Headguarters-the Reproduction and supphySupply Section in headquarters (envelope #E
14-A). Any corrections to the registration record should be made on-line at thistime.

When returns filed with Hheadquarters provide information that must be changed in the district,

headquarters will refer copies of the filed returns received-in-Sacramento-that-ghve-information-which

must-be-changed-n-to the appropriate district. The Headquarters Registration-UnitAccount Analysis and
Control Section and the Information Center isare only authorized to make mailing address, DBA and

minor business address (e.g., a suite number) changes. All other changes must be made by the district
office or initiating hHeadquarters sSection.

RETURN FORMS FURNISHED BY DISTRICT OFFICES 505.050
District offices should furnish Rreturn fEorms arefurnished-to:

«e___Any person required to file who does not receive a return and who contacts a fielddistrict office.
The district staff should enter the following information on the return form provided to the taxpayer:
should-be furnished-areturnform-with-the taxpayer’s name, address, area code, account number and
the period covered by the return-entered-thereon.-

«e__Taxpayers whose new applications and change of mailing address forms are processed after certain
dates for each reporting period. District staff should be-furnished a-the appropriate tax return form
and should note on the application which returns were furnished. See the Calendar of Sales Tax
Functions for applicable dates.

It is important that the-staff provide the proper return form be-previdedto taxpayers, together with any
supplemental schedules as required. The Print Sub-system Menu of the on-line registration program
allows the printing of various return forms and completion instructions for new accounts.

If time does not permit mailing a return to the taxpayer for a timely filing, the taxpayer should be
instructed to obtain a copy of thereturn form from the Board’s Website or to make his/her return
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in letter form._(See section 505.090.) The taxpayer is under an obligation to report and pay the amount
of tax due before it becomes delinquent, but the Board is under no legal obligation to furnish returns—
therefore-tatereturns, Late filing and payment of a return because of failure to receive a return form is
not normally considered a cause for the abatement of penalty charges.

PREPAYMENT FORMS FURNISHED BY DISTRICT OFFICES 505.060

Any person required to make a monthly prepayment of his’her quarterly sales and use tax who does not
receive a prepayment form and who contacts a fielddistrict office should be furnished with a prepayment
form. The name, address, area code, account number, and the month for which the prepayment is being
made should be entered on the form before it is given to the taxpayer. Prepayment forms should only be
furnished to persons who have been notified by the Board that they are on prepayment status.

INSTRUCTIONS TO TAXPAYERS 505.070

Clear instructions regarding the preparation and filing of returns should be given to al persons at the
time they file applications. Taxpayers should understand clearly when returns are due and also the
consequences of failure to file a timely return and remit payment_timely. Proper instruction of the
taxpayer is the responsibility of the staff person accepting the application.

Instructions should cover not only how to fill out the front of the Form BOE-401-A, but also any
subsidiary schedules required of the taxpayer. Subsidiary schedules may include;

e Form BOE-401-A, Schedule A — Computation Schedule for District Tax

e Form BOE-531, Schedule B — Detailed Allocation by County of 1% Uniform Loca Sales and Use
Tax

e Form BOE-530-B, Local Tax Allocation for Temporary Sales L ocations and Certain Auctioneers
e Form BOE-531-F, Schedule F — Detailed Allocation by City of 1% Uniform Loca Sales and Use Tax
e Form BOE-531-X, Schedule X — Detailed Allocation by County of Sales Exempt from Loca Tax

It is particularly important to inform taxpayers about the proper method of completing schedules for
reporting local and district taxes. The Board has alegal obligation to collect, alocate and disburse taxes
on behalf of counties, cities, and specia tax districts. |f taxpayers fail to correctly prepare the subsidiary
return, the Board will be unable to properly allocate local and district taxes.

An applicant for a permit who will be required to file yearly returns will be given a copy of Form
BT-400-Y, Important Reminder for Accounts Reporting on aY early Basis.

PREPARATION OF TAX RETURNS BY BOARD EMPLOYEES 505.080

Asagenera rule, a Board employee should not prepare the return for the taxpayer. In exceptional cases
where the taxpayer has difficulty in writing English or is physically incapacitated and unable to write,
and produces his/her records with the request that the return be prepared, an employee of the Board may
do so-but-ta-sueh-easeso. In such cases the following notation should be made onthe-back-ef the return:
"Prepared from unverified data furnished by the taxpayer,"; with the signature of the employee
beneath the notation.

In no case should an employee of the Board sign the return for the taxpayer or prepare a return outside
the taxpayer’s presence. If the taxpayer is illiterate and unable to sign his name, an employee may
witness the taxpayer's mark.

WHAT CONSTITUTES A RETURN 505.090
A return will be deemed to have been filed when the taxpayer provides in writing the following items:

1. A request that the correspondence be accepted as a return or statement, regardless of how brief,
indicating that the taxpayer is attempting to file a retura-return, and
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2. Thereporting period for which the correspondence (return) is fied—filed, and

3. Theamount of tax due or that no tax is due.

Even though the correspondence may mmay wing only report the
net tax figure, it may be acceptableed as a return if the |nformat|on listed above is provided._When the
taxpayer has shown due diligence in making every effort to submit what he or she feels is a return or
indicates that he or she did not receive a return form, the correspondence submitted should be accepted as
areturn.

If a taxpayer’s check indicates the reporting period and the measure of the tax being paid, it may be
processed as areturn. As ageneral rule, if tax due can be calculated from the information provided, the

corr%pondence shouI d be procmd asa return —tt—r&nmpertant—te—alway&eensrdeptheta*payepsrmtent—

On the other hand, atransm|tta| |etter, memorandum or note accompanyl ng a payment of tax do& not
qualify as a return if all of the items above are not present. For instance, a statement that a payment
represents tax due for a reporting period is not sufficient because the taxpayer has not indicated that the
correspondence represents areturn. If the taxpayer is paying tax and intends to send the return separately,
the tax payment should not be accepted as a return.__It is important to always consider the taxpayer’s

intent. Asking the question “Is the taxpayer attempting to file his or her tax return or just sending the tax
payment for the period?’ will help in determining how to process the correspondence and any payment.

Any sales and use tax return form received in headquarters or the field without tax information but with a
tax payment should be processed as a return. The Return Analysis Section has responsibility to review
these returns to determine if this is a recurring problem and if appropriate, bill the 10% penalty for not
filing atimely returnferm.

RETURNS WITHOUT PAYMENT 505.100

If areturn in any form is received after the due date without the required remittance of the tax, the
delinquency will be cleared, but these returns will be billed en-appropriate-biting-forms; and become
collection items.

FULLY PAID RETURNS 505.110

Returns will be considered fully paid even though the payment accompanying the return is underpaid, if
the underpayment does not exceed $10.00 including penalty and interest. If the shortage exceeds $10.00,
the taxpayer will be notified and, if necessary, billed (see Section 545.000).

SUPPLEMENTAL OR AMENDED RETURNS 505.120

Taxpayers should be instructed to file supplemental or amended returns when they discover an error was
made on the return originally filed for a period. Photocopies of origina returns should be used whenever
possible with corrected figures entered on the side of the original figure in a different color pen. A cover
letter explaining the changes should be attached to the amended return and the notation AMENDED
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RETURN DO NOT PROCESS AS ORIGINAL should be written on the face of the return. A new
return without the amended notation and a cover letter should never be used. Doing so may result in two
returns being posted for the same period and an erroneous billing.

ALTERATIONS OF RETURNS BY BOARD EMPLOYEES 505.130
Under no circumstances should a Board employee alter a return or any other form or documentbe-altered

by-a-Beard-employee after it has been signed and delivered to the Board by the taxpayer.

RETURNS WITH PAYMENTSINTENDED-FOR-THIS BOARD-BUT DIRECTED
TO ANOTHER STATE AGENCY IN ERROR 505.140

Other Sstate agencies sometimes receive remittances intended for this Board and, conversely, the Board
may receive remittances actually intended for other Sstate agencies.

Remittances intended for this Board and ultimately received by it after having been misdirected to
another Sstate agency will be regarded as timely if postmarked or if received by the other state agency on
or before the due date of the tax. Under such circumstances, penalty and interest will not apply.
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SALES AND USE TAX RETURNS AND PREPAYMENTS 510.000

REPORTING PERIODS OF RETURNS 510.010
The Sales and Use Tax Law provides that returns are due and payabl e either:

«e__ Quarterly. (Sales-and-UseTax-Law RTC 8Ssection section section 6452.)

«e__Quarterly with Pprepayment. Upon natification by the Board, accounts with an average tax
measure exceeding $17,000 per month will be placed on a quarterly prepayment basis. These
accounts are required to make two monthly prepayments per quarter in addition to the regular
quarterly return. (RTC section 6471) See Section 510.025 for due dates.

«e__Other than quarterly periods. Taxpayers may be required upon notification to file returns monthly,

annually or for other fiscal periods. (Sates-anrd-JseTFaxtaw-RTC Ssection 6455.)

DUE DATES OF RETURNS 510.015

Accounts reporting quarterly must file and pay within one month following the close of the reporting
period.

Accounts reporting monthly must file and pay within one month following the close of the reporting
period.

Accounts reporting on a calendar or fiscal yearly basis must file and pay within one month following the
close of the reporting period. Whenever a calendar or fiscal yearly reporting account closes out before
the end of the reporting year, a closing return must be filed on or before the last day of the month
following the close of the quarterly period in which the business was discontinued.

Returns for temporary accounts must be filed on or before the last day of the month following the month
in which the last sale took place.

PENALTY AND INTEREST FOR FILING RETURNS LATE 510.020

Persons who file late returns and payments under the Sales and Use Tax Law must pay a penalty of 10
percent of the tax. Interest also applies at the modified adjusted rate per month, or fraction thereof,
established pursuant to RTC 8section 6591.5, from the date on which the tax or the amount of tax
required to be collected became due and payable to the state until the date of payment._See Exhibit 1 for
rates and computation method.

DUE DATES AND AMOUNTS DUE FOR PREPAYMENT RETURNS 510.025
First, Third and Fourth Quarters

| For the first, third and fourth calendars quarters, the first prepayment is due on or before the 24th day of the
month following the first month of the quarter. The second prepayment is due on or before the 24th day of
the month following the second month of the quarter.

| The taxpayer must pay not less than 90 percent of higtherthe taxpayer’s combined state and local sales
and use tax liability for that month, or an amount equal to one-third the measure of tax liability reported
on the return filed for the corresponding quarterly period of the previous year, multiplied by the state and
local tax rate in effect during the month for which the prepayment is made, providing the selter-taxpayer
or his/herthe taxpayer’s predecessor was in business during the entire quarter.
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Second Quarter

The first prepayment of the second quarter is due on or before the 24th day of the month following the first
month of the quarter. The taxpayer must pay not less than 95-90 percent of histherthe taxpayer’ s combined
state and local sales and use tax liability for that month, or an amount equal to one third the measure of tax
liability reported on the return or returns filed for the corresponding quarterly period of the previous year,
multiplied by the state and local tax rate in effect during the month for which the prepayment is made,
providing the selter-taxpayer or histherthe taxpayer’ s predecessor was in business during the entire quarter.

The second prepayment of the second quarter will be for the period May 1 through June 15, and is due on
or before June 23. The taxpayer isrequired to pay either:

LAn amount equal to 95-90 percent of the combined state and local sales and use tax liability for May,
plus 95-90 percent of the amount of state and local sales and use tax liability for the first 15 days of June,

OR

2:0ne hundred forty-two-and-ene-halfthirty-five (242:5135) percent of the tax liability for May,
OR

3:Fifty (50) percent of the tax liability reported on the return or returns filed for the corresponding
guarterly period of the previous year, multiplied by the state and local tax rate in effect during the months
for which the prepayment is made, providing the selter-taxpayer or histherthe taxpayer’ s predecessor was
in business during the entire quarter.

PENALTY FOR FILING PREPAYMENT FORMS LATE 510.030

Persons who make a prepayment after the due date but before the due date for the quarterly return must
pay a penal ty of 6 percent of the amount of the prepayment.

Ay teteney—If the failure to make a
pr gggymen is due to negllgence or dlsregard of the law, mwhkeheasetheapenalty ks-of 10 percent of the
deficiency is due as provided in RTC section 6478.

Persons who fail to make any prepayment prior to the normal due date of the quarterly return, but file a
timely return and payment for the quarter, will be assessed a penalty of 6 percent of the required
prepayment amount of the tax liability, as prescribed in Sates-and-YseFax+tawRTC Ssection section
6471, for the period for which the prepayment was due. If the failure was due to negligence or
intentional disregard of the law, the penalty is 10 percent per Sales-and-UseTaxLawRTC 8section
section 6478.

These penalties are not accumulative; only one penalty will apply.

ELECTRONIC FUNDS TRANSFER (EFT) PAYMENTS 510.035
Criteriafor EFT Payments:

Any person whose estimated tax liability averages $20,000 or more per month, as determined by the
Board, shall remit amounts due by EFT.

Any person who collects use tax on avoluntary basisis not required to remit amounts due by EFT.

Any person whose estimated tax liability averages less than $20,000 per month, or any person who
voluntarily collects use tax, may elect to remit amounts due by EFT with the approval of the Board. The
election will be operative for a minimum of one year.

EFT Payment Due Dates:

Due dates for EFT payments on returns or prepayments are the same as set forth in Section 510.010,
510.015 and 510.025.
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Payment is deemed complete on the date the EFT is initiated, if settlement to the state’ s demand account
occurs on or before the banking day following the date the transfer is initiated. Otherwise, payment is
deemed to occur on the date settlement occurs.

| Penalties Applicableto EFT Accounts:

Any person remitting payments by EFT who fails to file a return on or before the due date of the return
shall pay a penalty of 10 percent of the amount of the taxes due, exclusive of prepayments, for the period
for which the return is required.

Any person required to remit taxes by EFT who remits those taxes by any means other than appropriate
EFT shall pay a penalty of 10 percent of the taxes incorrectly remitted.

HAny person required to remit by EFT who fails to timely remit these-taxes dueand-who-is-issued-a

deficieney-determination-pursdant-to-8section section 6481-with-respect-to-these-taxes; shall_+r-addition
to-any-otherpenaltiestmpesed;-pay a 10 percent penalty of the amount of those taxes.

If more than one of the above penalties apply to a reporting period, the combined penalties cannot exceed
10 percent of the taxes due and payable for the quarterly return.

For more detailed information on EFT payments and interest and penalty provisions, refer to Publication
80, Electronic Funds Transfer Program, and Publication 75, Interest and Penalty Payments.

USE TAX RETURN DOES NOT CONSTITUTE SALES TAX RETURN 510.040

Persons who incur sales tax liability, but who file only a Combined State and Local Consumer Use Tax
Return, cannot be considered to have filed so far as the sales tax is concerned. When a person who has
filed use tax returns and paid the amount of use tax due has also incurred sales tax liability for which
returns were not filed or tax paid, penalty and interest will be added to all amounts of sales tax due
whether later reported on returns or established by billing orders._See RTC section 6452, which provides
that separate returns must be filed for sales tax and use tax.

TAX ACCRUED PRIOR TO DATE OF APPLICATION FOR PERMIT 510.050

When an applicant has engaged in business prior to making application for a seller's permit, the
designated reporting basis becomes effective on the actual starting date of the business. All delinquent
tax liability should be determined and collected at the time the application is taken.

If an account is placed on a monthly reporting basis, penalty and interest for prior delinquent periods are

computed as if the account was on a quarterly reporting basis. For example, if an application for a

seller's permit is made on July 15 of a given year with a starting date of January 15 of the same year, the
| permitteepermit holder is required to file monthly returns for January through May. Penalty and interest
charges will apply as of May 1 for January, February and March return liability. No delinquency charges
will apply to April and May returns provided payment is made on or before July 31 of the same year.
The returns should be clearly identified with the notation "Tax accrued prior to date of application” to
prevent the assessment of additional charges when the returns are processed in hHeadquarters.

If compelllng reasons make it |mpract|cal to acquwe sgned tax returns from the applicant, Netice-of

A B.a Compliance
Assessment may be U%d to clear the dellnquent perlods involved. The same rules as stated above will
apply insofar as penalty and interest charges are concerned._See sections 540.200 through 540.230 for
information about Compliance Assessments.

PRE-COLLECTION OF RETAIL SALES TAX ON FUEL - "SG" ACCOUNTS 510.065

Sellers of motor vehicle fuel, diesel fuel, aircraft jet fuel and other qualifying fuels who accept resale
certificates for fuel sold must collect a prepayment of the retail sales tax on each gallon of fuel sold (see
| Section 215285.000). These sellers must file return form BF401-BBBOE-401-DB monthly, reporting
the gallons or units distributed, sold or transferred and pre-collected amounts due monthly. The due date

| January 2001



RETURNS

for "SG" returns is the 25th of the month following the month in which the fuel was distributed, sold or
transferred.).

CONSOLIDATED RETURNS 510.070

A person who operates several places of business under the exact same ownership may be allowed to
report sales for all locations on one return, rather than holding a separate permit for each location.
Consolldated seIIer S permlts are issued in these mstances The holder of a consolidated permit,in
must also complete and attach to the return
FeFm—BIF-ésg—return "Schedule C Detalled AIIocatlon by Suboutlet of Uniform Loca Sales and Use
Tax,"; showing the amount of local tax aHeecableallocated to each separate location according to local
taxing jurisdictions identified by area code. If, however, all of the locations are situated in one local
taxing jurisdiction, the supplemental schedule is not required.

Consolidated permit holders who have operations away from their permanent place of business, such as
contractors and vending machine operators, are required to allocate the local tax for these operations on
Schedule B or Form BF-531,BOE-531, in addition to filing Ferm-BF-530-as-thdicated—-above-Form
BOE-530. Holders of permanent permits that sell at temporary locations may report the local tax on
Form BOE —-530-B.

BT-401-EZBOE-401-EZ SALES AND USE TAX RETURNS 510.075

The BF-401-EZ.BOE-401-EZ, Sales and Use Tax Short Form was developed to provide simplified
reporting for sales tax accounts that make al their sales in a single taxing jurisdiction (i.e., all taxable
sales and use are subject to the total tax rate in effect at the taxpayer’s business location). Taxpayers
who meet certain requirements may file the BF-401-EZ.BOE-401-EZ.

The BF-401-EZBOE-401-EZ is printed and addressed on the Board's laser printer and mailed with a
“worksheet” duplicate copy. Instructions are on the back of the worksheet. Total tax is computed by
determining taxable measure and multiplying by the combined tax rate in effect at the business location.
The combined tax rate is printed on the return.

BT-401-EZ Filingreguirements:BOE-401-EZ Filing Requirements

o All of the taxpayer’s taxable sales and use must be subject to the total tax in effect at their business
location.

e Only single outlet accounts and accounts with multiple outlets in the same taxing jurisdiction ean
qualify for “EZ” reporting.

o “EZ" filers cannot sell fuel. (Fuel sellers must file BF-401-GS;BOE-401-GS, which includes a
Schedule G for claiming sales tax prepayments on fuel purchases.)

e “EZ" filers cannot sell automobiles, boats or aircraft. (Automobile, boat or aircraft sellers must
collect transactions (sales) and use tax based on the address where the automobile, boat or aircraft is
registered. These sdllers require a return whichthat includes a Schedule A for reporting district
taxes.)

e “EZ" filers cannot make partially exempt sales to aircraft common carriers (Regulation 1805) or
engage in fixed-priced contracts and leases. Such transactions require local tax adjustments
whichthat cannot be made on the BF-401-EZBOE-401-EZ return.

e “EZ” filers cannot be on a prepayment reporting basis and cannot claim sales tax paid to other states.
The BF-401-EZBOE-401-EZ does not provide a means for claiming these credits.
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e “EZ" filers may only claim sales for resale, nontaxable sales of food products, sales to the United
States Government, nontaxable labor, and sales in interstate or foreign commerce as exempt
transactions. Any other exempt transactions cannot be claimed on the B+-401-EZ.BOE-401-EZ.

Assigning and deleting—EZ"returnsto—an—account:Deleting the “EZ” Return code from an

Account

«e Taxpayers that qualify and request to file on the BF-401-EZBOE-401-EZ should be assigned the
account analysis code “S.”- _Taxpayers do not need to sign any request form.

«e _Taxpayers who are coded for BF-401-EZBOE-401-EZ filing but no longer qualify must have the
account analysis code “S’ deleted from their registration record using the on-line account
mai ntenance function.

«e _Taxpayers coded for “EZ” filing use the regular sales and use tax return, BF-401-A-BOE-401-A
for any reporting period that they need to report tax at different rates or claim exemptions not
allowed on the BF-401-EZ.BOE-401-EZ.

SCHEDULES ACCOMPANYING RETURNS OF CERTAIN RETAHERSTAXPAYERS 510.080
To enable the Board to make proper allocation of local sales and use tax to cities and counties under the

Bradley-Burns Uniform Local Sales and Use Tax Law, itis+required-that-certain-types-ofspectalsome
retaHers-taxpayers whe-held-selerspermitsmust submit a supplemental Schedule B or BF-531BOE-531
Detailed Allocation by County of 1% Uniform Local Sales and Use Tax, with their returns. Schedule B
provides for a breakdown of the tax to those counties whichthat are entitled to receiveit.

Supplemental Schedule B is required of the following types of taxpayers:
e Auctioneers.

o Retallersunder RTCSectionSsection section 6015.

o __Vending Machine Operators{see-Subsection-206.020-for Hmitations).

o Construction Contractors{see-Subsection-206:030-for-Himitations).
o Accounts making sales shipped from out-of-state locations with title passing out of state.

o Sellers who are making purchases ex-tax for use at locations for which a seller's permit is not
required.

o | essors of motor vehicles. These lessors must enter on Schedule B the total local tax reported on
Schedule F, Detailed Allocation of 1% Uniform Sales and Use Tax-Leased Vehicles.

See Exhibit 2 for information about which schedules should be filed by specific types of taxpayers.
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CONSUMER USE TAX RETURNS:
VEHICLES/MOBILEHOMES, VESSELS, AIRCRAFT, CUSTOMS 510.100

The Consumer Use Tax Section (CUTS) administers the Sales and Use Tax Law as it applies to the
purchases of vehicles and mobilehomes made from persons not licensed or certificated pursuant to the
Vehicle Code, Health and Safety Code, or, in the case of vessels and aircraft, from a person not required
to hold a seller’s permit by reason of the number, scope, and character of the person’s sales of the same;
and to purchases made in foreign countries and hand carried through U.S. Customs by Cdlifornia
residents.

Consumer Use Tax returns used specifically for CUTS' programs are:
» BOE 401-CSA for Vehicles/Mobilehomes

» BOE 401-CSB for Vessels

» BOE 401-CSP for Aircraft

» BOE 401-CSl for Customs Declarations

These returns are not to be confused with the Consumer Use Tax return BOE 401-E sent to purchasers
who regularly incur use tax liabilities and have an SU account with the Board.

Procedures for the administration of liabilities by CUTS are detailed in CPPM Chapter 8, scheduled for
completion in December 2001. Until the completion of Chapter 8, these procedures can be found in

Exhibit 4.
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USE TAX INFORMATION RETURNS 510.140
Persons Required To File

All persons who solicit orders for tangible personal property to be delivered to consumers in this Sstate
by out-of-state sellers who are not engaged in business in California and who do not have a Seller's
Permit or Certificate of Registration, Use Tax, must file information returns.

Situations where information returns are required should be extremely rare since an out-of-state seller is
considered to be "engaged in business' in Californiaif the seller has agents or solicitors in this Sstate for
the purpose of selling, delivering, or taking orders and must collect the tax.

Due Date Ardand Content

The returns must be filed quarterly on or before the last day of the month following the close of each
calendar quarter. The returns must show:

1. The name and address of each purchaser

2. Description and sales price of property

3. Date upen-which-the order is taken

4. Approximate date at-which-the property will be delivered to the purchaser

The persons soliciting the orders do not incur any tax liability and, therefore, no tax is paid with these
returns. Their purpose is to supply the Board with information relative to persons who incur use tax
liability._ The filing of information returns is required by RTC section 6203 and Regulation 1687,
Information Returns.

Sales Tax-Regulation-1687

MAIL REMITTANCES 510.150
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The effective date of payment is the postmark date. If the check, money order or other negotiable
instrument was dated prior to the postmark date, the effective date will be the postmark date. However,
if there is correspondence or other dated information not under the control of the taxpayer, such as a
registered mail receipt, then that date will be considered the effective date of payment.

Payments delivered by recognized delivery services, such as Federal Express, will be treated in the same
manner as payments received through the U.S. Mail.

POSTAL METER DATES 510.160

Since postal meters can be controlled by the taxpayer, postal meter dates do not have the same
significance as post office cancellation dates. When a postal meter date and a post office cancellation
date both appear on an envel ope, the post office cancellation date is the determining date. If only a postal
meter date is present, that date will become the effective date.

REMITTANCES AND RETURNSBEPOSHEDIN-OFFHCE-MAILSLOTS
DURINGHOURSRECEIVED WHEN OFFICES ARE CLOSED 510.170

Remittances and returns which are slipped under the door or through the mail slot of any Board office
after closing time and found upon opening the office on the next business day, will have an effective date
of the last business day preceding the day on which the office is opened and the documents found.

PAYMENTS MAILED BUT NOT RECEIVED 510.180
When Considered Timely

If a remittance is placed in the mail but is not received by the Board, a replacement remittance mailed
after the due date may be considered as having been received as of the date of mailing the original
remittance, provided that satisfactory proof is furnished that the original remittance was mailed timely,
properly addressed and with sufficient postage.

Satisfactory Proof ©fof Timely Mailing

Satisfactory proof is considered to be a declaration under penalty of perjury from the taxpayer, stating
that a remittance covering the liability for the period in question was mailed by the taxpayer on or before
the due date to the Board of Equalization and-with sufficient postage.

Hln seme-cases where someone other than the taxpayer mailed the remittance, consideration will also be
given to an affidavit, ercertification or declaration under penalty of perjury by such person, that they
actually deposited the remittance in the mail. (RE—BF-135,BOE-135, Declaration of Timely Mailing).

A declaration in letter form is acceptable, but must contain the “under penalty of perjury” statement.
Corroborative evidence obtained by examination of the taxpayer's records or bank account may be
required in some instances.

CANCELLATION OF PENALTY AND INTEREST DUE TO LATE MAILING 510.190

In order to consider cancellation of penalty and interest charges assessed because of apparent late mailing
of a payment, a declaration under penalty of perjury must be submitted by the person who deposited the
remittance in the mail. |If received in the figld.district, the document should be transmitted to
hHeadquarters Return Analysis Section with the recommendation of the compliance supervisor. If it is
believed that the facts are not as set forth, the recommendation should so state. Form BT-135,BOE-135
Declaration of Timely Mailing, is available for these requests.
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EFFECTS OF HOLIDAYS ON DUE DATES 510.200

Legal holidays include any day so appointed by the President of the United States or by the Governor of
this sState.

If alegal holiday falls on a Sunday, the following Monday is then alegal holiday and the tax can be paid
on Tuesday without penalty or interest if the tax due date was on Saturday, Sunday or Monday._For alist
of legal holidays, see Exhibit 3.

February 2001




COMPLIANCE POLICY AND PROCEDURES MANUAL

EFFECTIVE DATE OF PAYMENT FOR RETURNS--DECISION TABLE
CONDITION

510.210

DUE DATE OF PAYMENT FALLS ON WEEKEND OR LEGAL HOLIDAY Y Y

PAYMENT RECEIVED IN POSTMARKED ENVELOPE Y

PAYMENT RECEIVED THROUGH MAIL SLOT (NOT MAILED) Y
PRIOR TO 8 AM FIRST BUSINESS DAY AFTER DUE DATE

PAYMENT RECEIVED IN ANY MANNER (EXCEPT U.S. MAIL OR OTHER Y
COMMERCIAL DELIVERY SERVICE) ON OR BEFORE DUE DATE

PAYMENT RECEIPTED FOR IN FIELD OR OFFICE Y
FIRST BUSINESS DAY AFTER DUE DATE

PAYMENT RECEIVED AFTER DUE DATE IN POSTAL METERED ENVELOPE

ACTION - EFFECTIVE DATE IS:

POSTMARK DATE X

FIRST PRIOR BUSINESS DAY X X

DATE PAYMENT RECEIVED IN OFFICE OR FIELD X

POSTMARK DATE TAKES PRECEDENCE, IF AVAILABLE

EFFECTIVE DATE OF ACCOUNTS RECEIVABLE PAYMENTS - DECISION TABLE
CONDITION - CHECK OR MONEY ORDER IS:

510.215

DATED PRIOR TO POSTMARK DATE Y

DATED SAME DAY ASPOSTMARK DATE Y

CHECK RECEIVED THROUGH MAIL SLOT (NOT MAILED) PRIOR TO 8 A.M. Y

RECEIVED IN DISTRICT OFFICE (NOT MAILED) AFTER 8 A.M.

RESULT OF ENFORCED COLLECTION ACTION BY LEVY OR WARRANT

ACTION - EFFECTIVE DATE OF PAYMENT IS:

POSTMARK DATE X | X

FIRST PRIOR BUSINESS DAY X

DATE PAYMENT RECEIVED IN DISTRICT OFFICE

DATE FUNDS BECAME BOARD PROPERTY
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STATUTORY DATE FILING ON SATURDAY, SUNDAY, OR HOLIDAYS 510.220

Certain actions by taxpayers and the Board are limited by statutory periods. This section is concerned
with what constitutes timely action when the last day for action falls on a Saturday, Sunday or holiday
with respect to:

L Waiving the statute of limitations, R& TC section 6438.

2Filing petitions for redetermination, R&TC _section 6561.

3:Filing claims for refund, R&TC section 6902.

4-Filing suits for refund, R&FCs6933;RTC sections 6933 and 6934.
5:Issuing determinations, R&TC _section 6487

Thefirst four of these acts are permitted taxpayers;taxpayers; the fifth is a duty imposed upon the Board.
All of the acts are required by statute to be performed within a specified period of time.

Action istimely if accomplished on the next day following which is not a Saturday, Sunday, or holiday.
Government Code Section 6707 more clearly states the requirements as follows:

"When the last day for filing any instrument or other document with a State agency falls upon a
Saturday, Sunday or holiday, such act may be performed upon the next business day with the same
effects asif it had been performed upon the day appointed.”-

When a taxpayer files for bankruptcy, collection actions must be suspended for all tax liabilities falling

within the bankruptcy period until the filing is settled. Tax liabilities that fall outside the bankruptcy
period (post-period liabilities) are due and collectible. A return for a period that includes liabilities
incurred during both the bankruptcy period and the post period must be split to accurately record those
amounts that are collectible. For general information on bankruptcy filings, see section 754.000 of the
CPPM. Information on splitting returnsisin section 754.055.
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EXTENSIONS FOR FILING RETURNS 535.000

EXTENSIONS IN GENERAL 535.010

For good cause, the Board may grant extensions for making any returns or payments due under the
revenue laws whichthat it administers (RTC section 6459). Maximum extensions whichthat may be
granted are one month under al of the laws. Any request for an extension must be filed with the Board
within or prior to the period for which the extension may be granted. Requests filed at any other time
cannot be considered regardless of the basis for the request. In requesting an extension, the taxpayer need
not use any particular form, but the request must be in writing and must state the reason for the request.
Form BF-735,BOE-735, Request for Relief from Penalty, is available for these requests.

Any person to whom an extension is granted must pay, in addition to the tax, interest at a rate established
by RTC Section-19269section 6591.5-of the-Revende-and-Taxation-Cede._ If the tax is paid within the
extension period, the delinquency penalty is not applicable. If an extension is granted and tax is not paid
within the extension period, the return and payment are considered delinquent and, in addition to the
interest, the delinquency penalty must also be added.

AUTHORITY FOR GRANTING EXTENSIONS 535.020

Only the Hheadquarters Return Analysis Section has the authority to grant or deny extension requests for
all sales and use taxes. Extension requests for all other taxes are granted or denied by the Special Taxes
Department. Every request received in a fielddistrict office or by a representative in the field must be
transmitted to hHeadquarters for consideration and decision.

The districts have a responsibility to make appropriate recommendations to Hheadquarters of every
extension request whichthat they receive and transmit, and should do so in order to help guide
hHeadquarters in reaching a decision. If fielddistrict personnel have knowledge that the request is not
well founded, they should so report.

REASONS FOR GRANTING EXTENSIONS 535.040

Extensions may be granted only for good cause. The following are some of the reasons whichthat
constitute or illustrate what is meant by good cause:

1. Death or seriousillness of the taxpayer.

2. Death or seriousillness of amember of the taxpayer's family or the person who prepares returns.
3. Catastrophes such asfire, flood, etc.

4. Bankruptcy or assignment for benefit of creditors.

5

A legal attachment placed against the taxpayer's bank account by a person, firm or agency other than
the Board and without the taxpayer's knowledge.

o

Business emergencies other than those relating to financial difficulties.

Insufficient time to compile the return because of the necessity to assemble data from distant points
or to post transactions.

Misunderstanding regarding a change of reporting basis.

Lack of qualified help necessary to compile the return in the required time due to employee
terminations or strike.
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10. Failure of an inexperienced employee to prepare and mail the return in the time required.

11. Return midaid, lost or inadvertently filed with taxpayer's records and discovered too late for timely
filing.

12. Inadvertent failure to enclose remittance with return.

13. Returned to sender by the post office because of insufficient postage.

14. Return and payment mailed to afederal, city or county agency in error. A timely return and payment
mailed to another sState agency in error does not require a request for an extension even though the
return and payment are sent to the Board after the due date.

15. Absence of the person responsible for preparing the return or signing the check for a period of time
sufficient in length to interfere with the timely filing of the return.

This is not a complete list of reasons for which extensions may be granted; other circumstances may
develop which would also warrant an extension being granted. Lack of funds with which to make
payment is never considered cause for granting an extension. Neither will an extension be granted if the
taxpayer is delinquent for a previous period or owes a delinquent balance.

EXTENSION GRANTED STATE AGENCIES 535.050

The Board has granted to the Department of Finance a blanket extension of one month for all sState
agencies, to provide for cases where delay is unavoidable. Interest will not be assessed if the sState
agency files its sales tax or use tax claim with the State Controller on or before the due date of the tax
return.

EXTENSION OF TIME GRANTED TO CERTAIN POLITICAL SUBDIVISIONS 535.060

Because of unavoidable delays in obtaining signatures in approval of claims and issuance of warrants by
various boards and public officers, a general one-month extension, pursuant to RTC Ssection 6459-ef-the
Sales-and-YseFaxtaw, is granted to all municipalities, school districts and other political subdivisions
of this sState, similar to that granted to departments of the sState government.
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PROCESSING OF RETURNS IN DISTRICT OFFICES 540.000

CURRENT RETURNS 540.010

Under the provisions of RTC section 6452, a taxpayer may file a return with any office of the Board of
Equalization. For administrative efficiency, Fthe filing of current returns (other than final returns) in the
fielddistrict, branch or area offices (district offices) should be kept to a minimum. Taxpayers should be
encouraged to send returns directly to Sacramento in the envel ope furnished with the return.

RETURNS-MAHREDPAYMENTS RECEIVED TOIN HELDDISTRICT OFFICES 540.020
Any payment received with a return made-by-check,-meoney-order-cashiers-check-orcertified-check-will

be ver|f| ed agau nst the amount due on the return lheeheeleepmetwetelepmﬂ—be#esmetwel%mdepsed

money orders) recetved in the d| strict offlces e|ther in person or by mail will be processed onllne by the
cashier and deposited in the bank [ocally.-w ! i

pay— Opened and unprocessed mail remittances held in the offlce overnlqht or checks received in the
field must be manually endorsed “For Deposit Only, Board of Equalization” within the top half-inch of
the endorsement area.

DATING RETURNS RECEIVED IN HELDDISTRICT OFFICES 540.040
Any return received over the counter or in the field must show the date of receipt in the space marked

“RE" {sece-example-below-tefty."RE" on the return.

REGC
o | 2APENALTY— exampleshown-atright: o | B DISTRICT TAX
S | 25 INTEREST:-- raust-showthe information g%_@_
0 | —taxforeach- outlined-r-Section-540.070: \&@_@;ﬁ
. Q
Q
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LOCATION OF RECEIPT NUMBER ON RETURN 540.050

When it is necessary to issue a receipt, the receipt number must be shown aong the left edge of the

return, in the "REC. NO." space, or office cash register impression{see-example-below).impression must
be imprinted on the return.

‘ 8 d%@ 129457

EFFECTIVE DATE OF PAYMENT ON RETURNS 540.060

The present cash receipts system can identify late sales and use tax return payments, calculate correct
penalty and interest due, and compare the calculated amounts to any delinquency charges paid.
Ditferences-can-then-be-flagged-ferreview-by-theThe Return Analysis Section can then flag differences
for review. This timesaving computer process is possible only if effective dates of payment are keyed
into the cash receipts system during the initial entry process in hHeadquarters.

HReturns with only timely payments, whether full or partial, do not require an effective date.
HPrepayments of sales tax on motor vehicle fuel forms do not need an effective date of payment.

All sales and use tax returns provided by the Board have a preprinted box reserved for the effective date.

When late sales and use tax returns are received in hHeadquarters or fielddistrict offices, Cashier Unit
staff or fielddistrict office staff will determine the effective date of each late return payment and enter
that date in the preprinted box on the form.

HOn computer addressed sales and use tax returns, B+-401-ABT-401-C-BT-401-GS-and-BT-401-E;
BT-401-EX;BOE-401-A, BOE-401-DB, BOE-401-GS, BOE-401-E, and BOE-401-EZ, use the empty box

at the bottom of the "Board Use Only" routing section for the effective date. Fhe-bexThe routing section
islocated in the upper right corner of each form.

HO0n BF-1150-and-BF-1150-D;BOE-1150 and BOE-1150-B, Sales and Use Tax Prepayment Forms, use
the empty box at the bottom of the "Board Use Only" routing section for the effective date. The box is
located in the upper right corner of each form.

If areturn or form does not have a box, the effective date should be written or stamped in red ink and
circled in the upper right corner of the form at least one inch below the top of the form.

HReturns with both timely and late payments (i.e., a delinquent final return with timely security and a |
late payment collected from the taxpayer) should show the effective date of the late payment with the
date of close-out noted at the bottom of the return.

BIf security is applied and transmitted with a return whiehthat is delinquent on the date of close-out, the
effective date of payment (date of close-out) should be entered.

HFor handwritten effective dates, a number should be used for the month {9-13-96).(9-11-01). For
date-stamped effective dates, the month may be in alpha characters (SEPT13-1996).(SEPT. 11, 2001).
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ENVELOPE CONTAINING RETURN - DISPOSITION OF 540.070

If the return is delinquent, the envelope will not be attached to the return. Instead, the postmark date or
the postal meter impression date will be handwritten on the return and the envel ope discarded.

In those cases where a postmark date and a postal meter impression date are on the envelope, both dates
will be handwritten on the return and the envel ope discarded.

In the event the postmark date and/or the postal meter impression is difficult or impossible to read, either
the best guess of the date with a circle drawn around it, or the word "illegible" will be written on the
return.

In addition, the mail opener'sinitials will always be placed on the return with the date or "illegible" entry.
This is necessary for the sole purpose of possible later verification that the dates were written on the
return at the time the mail was opened and not at some later time.

OVERPAID RETURNS 540.080

A return which has definitely been found to be overpaid will be identified with the total amount of
remittance, a check mark and the letters "OP" entered just below the space provided for "Total Amount

Due and Payable'{see-example-belows.

BF-40-ALSIF) STATE-OF-CALIFORNIA
REV.-68-(10-05)
BOARD OF EQUALIZATION
o R s rotum, Inchuding any accomparying sch M,c and statoments, has been 9411 - OP:
NO REMITTANCE RETURN 540.090

Any "no remittance" return will be identified with the letters "NR" printed just below the space provided
for "Total Amount Due and Payabl €' {see-example-belows.

4 PENA of 10% ( 10} is due if bavment is-made after date shown-above. Persons reguired-to-make
t byv-El ic Funds-T. fer—may-owe-additional- penalties—(seeline24-instructions)
pay Y Y — )
25— INTEREST:—One-month's-inte WHHMQ*W - o action-of-a-month-that payments INTEREST25-
26 TOTAL AMOUNT-DUE-AND-PAYABLE (add-lines23-24-& $_64_H
RE - ( ; 25) 26— g
I hereby certify that this_return—_including-an ingschedules and has been
Y b4 g 9 24 periyiityg g N-R
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PARTIAL REMITTANCE RETURN 540.100

A returp-onby partially paid return will be identified with the amount of remittance, a check mark and the
letters "PR" entered just below the space provided for "Total Amount Due and Payable"{see-example

26 | $-64.1

4433 PR

FINAL RETURN 540.110

Any final return processed through a fielddistrict office will be clearly marked "FINAL,"; preferably with

arubber stamp in-thepesition-shown-in-the follewing-example:entered just below the space provided for
"Total Amount Due and Payable.

delayed afi ¢ the dim date. The aﬂj.pﬂn.h.- . INTEREST-25:
hareby certly that this retufe Including anly-ac .m”,., et and oo ;- roturn. FINAL-G/O-TRANSMITTED
FINAL RETURN - PAID IN FULL FROM SECURITY 540.120

Whenever possible, areturn paid in full from security will be sent to hHeadquarters as a fully paid return. |

The return is the transmittal document of the security payment. When security is to be applied to the
closing return or returns, they will be clearly marked, preferably with a rubber stamp " SECURITY TO
BE APPLIED - DATE OF CLOSEOUT.": The closeout date should be as-lustrated-in-the-example
belew-in-the-pesition-shewnincluded. Thisis entered just below the space provided for "Total Amount
Due and Payable” to indicate that the security has been applied-and-the date-of close-out.

SECURITY TO BE

APPLIED - DATE
FINAL C/O TRANSMITTED OF
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FINAL RETURN - PARTIALLY PAID_FROM SECURITY 540.130

Any return paid partially from security with the balance collected from the taxpayer will, if possible, be
used to transmit both payments. If the security cannot be processed immediately, the return is to be
clearly marked ir-the-pesition-of-exarmple-below, preferably with a rubber stamp "SECURITY TO BE
APPLIED - DATE OF CLOSEOQOUT.": The closeout date should be included. CLOSE-OUT—
theThisis entered just below the space provided for "Total Amount Due and Payable” to indicate that the
security has been applied. The return will be used to transmit only the partial payment from the taxpayer.

When the security is ultimately applied, the security payment will be transmitted-en-an-AR-7printout;

Form-BT-424.-Advice-of Payment,—or-by-a-copy-of-the biling-processed by the district cashier. The
transmittal document will contain the same rubber stamp as used on the return.

N R - One-month's-interestis-due-on or-each-month-o ion-0 month-that bavmenti
- g o due-ontaxforea o orfraction-ofame at-pay INTEREST 25.
del d-after the-due-date—The-adjusted-monthly-i rate i

ined-bv-me-and-to-the-best-of mv-k ledae-and-belief-is-a-tru rrect-and | retutn
Y Y £} g -

If areturn is partialy paid from security and the balance is not collected, the retur gggu';ﬁg"" SECURITY

transmittal document of the partial payment identified as “Paid-From-Securityy"— c 0. pate
SECURITY". Thisis entered just below the space provided for "Total Amount

indicate that the security has been applied. A check mark and Fthe letters "PR" will aso be shown just
below the space provided for "Total Amount Due and Payable" on any partial payment.

N o 04 0)-i due if n maent i mada ar d e hown hovea Da on aauired to-m a
0 due-ifpa ade-afterda - ons-required-to-ma PENALTY. 24.
t bvEl e Funds-T 37 ma\ WA Ndmeﬂal—peﬂa’l'“ c (< line-24-instructions)
Py A o4 SR 7
o e intaract i aon a o ion-o
INTEREST 25.
26— TOTAL- AMOUNT-DUE-AND PAYABLE (add lines 23 24 & $__64_1.1
RE . ¢ . 25) 26 -
Lherebw rifv-that-this-return—includina-anyv- i schedules-and has-b n
o4 b4 v =) b A Ld g i 4 4 ;l ;l ‘ I !I z
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FINAL RETURN - SECURITY AVAILABLE - CLOSE-OUT AUDIT PENDING 540.150

If security is available, but cannot be applied to a final return because of a close-out audit and the final
return is less than the amount of the security, the return will be sent as a "NR" return to Headquarters
clearlymarked:

SECURITY-TOBE
ARPPLIED -DATEOF
CLOSEQUT —
marked as" SECURITY TO BE APPLIED - DATE OF CLOSEQUT.": The closeout date should be
included.

When the security is ultimately applied, the payment will be transmitted on a copy of the appropriate
transmittal document bithng-an-AR-7printout-or-by-Form-BT-424-

CORRESPONDENCE ACCEPTED AS RETURN 540.160

HWhen the return form portion of Form BF-431-Si-Netice-to-Appear—Revocation-Proceeding-BOE-
431-C2, Notice of Delinquency, or Form BF-431-S2,BOE-431-S2, Final Notice (the second page of each

form); is received from the taxpayer and the "Return” portion is sufficiently complete, it will be accepted
asareturn.

Current instructions should be followed concerning the notations to be made on "PR" and "NR" returns.

HWhen correspondence for other than Consumer Use Tax Section or prepayment accounts—sdeh-as-a
Letter—er—a—pesteapd—ts—teeewed eental-nmgm mformatlon that can be accepted as a return for an
identified period,—, : ! 2! and the
correspondence WI|| be procemed bv the dlstrlct and forwarded to the Hheadquarters Cashler Un|t See
Sectlon 505.090 for what constitutes a return. The applicable stamp |mpron will be placed in the

HPrepayment—andCorrespondence  regarding  prepayments  or  the Consumer Use Tax

Sectioneerrespendence will be processed as returasa return by the hHeadquarters Cashiers Unit-threugh
the-use-ef-rubber-stamps. The applicable stamp impression will be placed in the lower right corner of the
face of the correspondence. The correspondence will then be batched and processed the same as utility
documents.

ACCEPTED as RETURN ACCEPTED as PREPAYMENT
Amt—Pd- PERIOD
Amt—Pd-
COLORED PENCIL ENTRIES ON RETURNS 540.170

Colored pencils will not be used by the fielddistrict to make entries on returns. Their use is reserved
exclusively for hHeadquarters' units. Some examples of this use are— hHeadquarters Cashier — Red,;
Account Analysis Section - Green; Return Analysis Section - Purple.

Lead pencil and any manner of colored pen, whether ballpoint or fiber tipped, may be used by the
field.district.

Entries made by the fielddistrict offices should be restricted to those required for processing.
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SPACE RESERVATIONS ON RETURNS 540.180

In the Hheadquarters return processing function, varrous areas of the returns are reserved for postrng
perforations and stamps. , A
Hustratel ocation of spaces reserved for Headquarters use arein the shaded areas of the return forms _No
entries should be made by the fielddistrict in these areas unless otherwise instructed (see section
540.060). The fielddistrict may place its entries in any areas on the return not reserved for Headquarters
use._Since the return forms are revised frequently due to changes in the law or in taxing jurisdictions, the

Board’' s Internet or Intranet websites should be checked for examples of the most current revisions of the
return forms.
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BOARD USE ONLY
STATE LOCAL & DISTRICT SALES & USE TAX-RETURN RR B/A
RR-QS
| DUE ON-OR BEFORE FOR |
LOC
REG
SHADED AREAS ARE =
RESERVED FOR
HEADQUARTER’SUSE ONLY
READINSTRUCTIONS
BEFORE PREPARING

L (GROSS)-SALES

iy

0
9
s
n

ES SUBJECT-TO-TA

PP
N

[CI

nd-2)
Re-2)

K. "Iﬁl‘ITI\VI\DI E SALES ﬁF ICf\ﬁD P'Dﬁhl If‘TQ El
R. NONTAXABLE L ABOR (r pair and-# lati ) “E’)
7 SALES TO-FHE UNITED-STATES GOVERNM 53
Q. SALES INFIINTERSTATE AND - FOREIGN-COMMERCE. 54
9 SALES TAX(F-ANY) INCLUDED ON-LINE 1 — 55
’Iﬂ. ( )DI\I’\ DEBTLOSSES ON-TAXABLE SALES s

12 FRANSACTIONS-SUBJECT TO-STATE TAX-(subtract line 11-from-line-3) 12

13— STATE-TAX 6% (multioh-line 12 bv-06) 13
g « Py =997 g

14—(a) FRANSACTIONS-SUBJECT TO-COUNTY-TAX (add-amountin-box-61-above-to-line-12)-enter-total

15 ADJUSTMENTS FOR-LOCAL TAX(see-line-15-instructions) 15

LOCAL-TFAXL

1

19 TFOTAL STATE COUNTY, LOCAL-AND-BISTRICT-TAX(add-lines-13, 14(b); 17-&-18) 19

Always-Write-Your-A uRt-N heck oM e
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ail-to.
Viath-H
1 Enter-pt F fotat f ibl which-is-subiect-t 2
8 /) 00 I
5 Total pt h. pri -t 3" J Il y which-is-subieet to-Ci nni}
g i 00
C_ I‘nnni}y Use Tax-1/49% (m“mpI} line- 5 hy _nn’)l:._ E ng
7—Enteramountfromline 5 7 00
8.—Local Tax-Adjustment: 8 00 B5
TFax-which-has-not-b npaid' the retail r(arlr-l r-subtract line-8-t rfrom-in 799
1(\_ | - Use - TFax-19% (mlll'iplyl“r\ Oh} lﬂ1)“
12 Total-StateCounty L |-and-District Use Tax{(add-ines4,5=6,10-& 11} —rrrrrrrerrererrerereremsines 12 00 no
13—(a)-Deduct-amount-of sales-and-use-tax-imp d-by-OtherStateS et e 13. 00 RPOa
REC (b)-Enter culmn t to-San h:ann
Al §  go|multiply amount by .0075)...13(b) .00 POb
¢ )Emﬂr transa ..“nf ubject to-Monterey (et D 0075)13(b) 00 POc |
is-del y d-after-the-due-date—Th arluucf d mnrﬂhl\ I rate-is 10/0 ( ) )( 2_%_d_‘v|ded b—}‘; g, _____ 8- 799 |
19. TOTAL AMOUNT DUE AND PAYABLE (add lines "~ 17.& 18).. . o oo o 19. 00 R6
RE -

Hhereby-certify-that-this-return, including-any-accompanying-schedules-and -has-been
€3 EEEEEEESEQ fEQ Edgeadbe.e [ -

YOUR SIGNATURE-AND TTLE FELEPHONENUMBER

PAID-PREPARER'S PAID-PREPARER'S-NAWWILC PREPARER'S SSN OR FEIN

USEONLY | HIRM'SNAME(oryoursifselenployed) | BUSHNESSADBDRESS

| January 2001



RETURNS

STATE, LOCAL and DISTRICT SAL|

DUE ON OR BEFORE
[ FolD ] YOUR ACCOUNT NO.
SHADED AREAS ARE
RESERVED FOR
HEADQUARTER’S USE
ONLY
1. TOTAL (GROSS) SALES 1]s
2. PURCHASES SUBJECT TO USE TAX 2.
3. TOTAL (add lines 1 and 2) 3.
4. SALES TO OTHER RETAILERS FOR PURPOSES OF RESALE 50 $ 00
5. NONTAXABLE SALES OF FOOD PRODUCTS 51 00
6. NONTAXABLE LABOR (repair and installation) 52 00
7. SALES TO THE UNITED STATES GOVERNMENT 58 00
8. SALES IN INTERSTATE OR FOREIGN COMMERCE 54 00
9. SALES TAX (IF ANY) INCLUDED ON LINE 1 hd 00
10. (a) BAD DEBT LOSSES ON TAXABLE SALES 56 00
(b) COST OF TAX-PAID PURCHASES RESOLD PRIOR TO USE 00

(c) RETURNED TAXABLE MERCHANDISE

(d) CASH DISCOUNTS ON TAXABLE SALES

(e ) SECTIONS 6377 & 6378 - 5% STATE TAX EXEMPTIONS

60(a) Amount subject to  60fb) Amount subject to  60(c) Enter total of

Manutacturer’s Exemption  Teleproduction Exemption  boxes 60(2) & 80()

[¢ NE N E

(f) OTHER (clearly explain) 4

11. TOTAL NONTAXABLE TRANSACTIONS REPORTED ON LINES 4 add lines 4 thrr 100)] vucvvvvverennnne

14. (a) TRANSACTIONS SUBJECT TO COUNTY TAX fagd amount i
Enter total here b

REC.
NO | 16. TRANSACTIONS SUBJECT TO LOCA

17. LOCAL TAX 1% (multiply line 16 by .01)
18. DISTRICT TAX (from Schedule A, line A11

YOU ARE ENGAGED IN BUSINESS IN A TRANSACTIONS TAX DISTRICT 18.
19. TOTAL STATE, COUNTY, LOCAL AND DISTRICT TAX fadd < fines 13, 14(b), 17 & 18] ....vvvcrnremrernreennirnninnns 19.
20. DEDUCT sales or use tax imposed by other states and paid on the purchase price
of tangible personal property. Purchase price must be included in line 2 20.
21. NET TAX fsubtract line 20 from fine 19] 21,
pM | 22. Less PREPAYMENTS I ¢ 1T PREPAYMENT I ! ¢  2NDPREPAYMENT Total Prepayment 22.|$

23. REMAINING TAX (subtract line 22 from line 21) 23,
24. PENALTY of 10% (.10} is due if your tax payment is made, or your retumn is filed, after the
due date shown above (see line 24 |nstrucl|)(/)ns) PENALTY 24.

25. INTEREST: One month's interest is due on tax for each month or fraction of a month that payment is INTEREST 25.
delayed after the due date. The adjusted monthly interest rate is .833% (.00833) (10% divided by 12).

RE
—— 26. TOTAL AMOUNT DUE AND PAYABLE (add lines 23, 24 & 25) 2. $

1 hereby certify that this return, including any accompanying schedules and statements, has been examined by
me and to the best of my knowledge and belief is a true, correct and complete retumn.

YOUR SIGNATURE AND TITLE TELEPHONE NUMBER DATE

PAID PREPARER'S NAME PREPARER’S SSN OR FEIN
PAID

PREPARER’S
USE ONLY

FIRM’S NAME (or yours if seff-employed) BUSINESS ADDRESS

Make a copy for your records.
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COMPLIANCE ASSESSMENT PROCEDURE 540.200

All permit holders are required to file and pay tax returns. All efforts should be made by staff to obtain
the tax return on a voluntary basis. If the tax return is not filed within a reasonable amount of time, the
district should consider whether it is appropriate to derivve Revende-issue a deficiency determination by
use of the Compliance Assessment (CAS) procedure. The CAS procedure is also used to issue a
determination on the sale of fixtures and equi pment when an account is closed-out.

On the system, the CAS procedure satisfies a Fhisprocedureis-used by district compliance staff to-fill a
Financia Obligation (FO) by filling it with Revenue. The FO types used in this procedure are Periodic
(PER), which is generally set up when a return is mailed to a registered taxpayer, or One-Time (OTM),
which is set up for obligations falling outside a regular reporting period. When a CAS is prepared,
IRISthe system automatically clears the delinquency for that FO.

A CAS may be prepared for a single period or for multiple periods. The Derive Estimated Revenue
screen is used when a return is not filed. The Derive Estimated Revenue - F& E Assessment screen is
used when fixtures & equipment are not reported on afiled return and payment in full has been received.

Authority

The authority for preparing a CAS is Revenue—and TaxationCodeRTC Section 6481 - Deficiency
Determination. Thetimein which to prepare a CAS is covered in Section 6487 - Limitations; Deficiency
Determinations.
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Process for Unfiled Returns

The Compliance Assessment process allewscal culates estimated revenue for unfiled returns from one or
more periods tobecreated-by averaging prior returns filed for anthe account. —(Fhisisthe RIS
eauwalent—ef—theen—k—ae—l@élsD—eFeeaes%Jéeu—The averaqe tax_ measure used to cal culate the estimated
revenue can be increased or decreased Verag » . by a
specified percentage. This process also alows for an overr|de of the average tax measure amount
calculated and input of a specific tax measure on which the estimated revenue will be based. In addition,
youstaff can input the amount of any sales of fixtures & equipment to be included in the tax measure.

Thise CAS process is also used to derive schedules for a single period or for multiple periods for a
Taxable Activity based on selected periods. The schedules that can be derived are schedules A, B, C, E
and F. This process may be used for creating arbitrarny—local tax alocations and for compliance
assessments. Deriving schedules is for HOheadquarters use only.

Theis CASfunction is not available for Consumer Use Tax accounts or SG accounts.

Accountsin L egal Status

When an account is in legal status because of bankruptcy, assignments, receivership, andor probate,
jRIsthe system will fill the "Legal Status' field on the Difference screens. This will alert
Hoheadquarters that the account should be given specia attention. |f the account should be in legal
status but it is not displayed, go to the L egal eClaim eCase screen and input the legal information.

If split returns are required, the Periodic FO must first be split and then filled with Revenuei.e., areturn,
CAS or audit. If a CAS s required for an FO that needs to be split, go to the Split Financial Obligation
screen and split the FO before preparing the CAS.  See GPPM-—Ssections 510.230 and 754.055 for
information about splitting an FO.

Penalty and | nterest
A pendlty is not automatically added to a CAS, andbut must be manually added by the user when
appropriate.

Billing for pendlties under RTC Ssection 6073 (swap meet operators), Ssection 6074 (catering trucks),
and Ssection 6077 ( Florlst) will be issued by Centrallzed Rewew Sectlon —Bef-ere—requeﬂl-na—a—eenalty

penaltv a%ssments against swap meet operators and caterlnq truck operators dlstrlcts will prowde

information required to substantiate the penalty directly to Centralized Review Section.
Interest is automatically calculated by IRIS based on the amount of tax and due dates.

Notice

The billing statement (Notice) will be generated only after the CAS is approved by Centralized Review
Section. FhedistrictDistricts will not be able to create a Notice.

Schedules
his| I : ) e
Consolidated Accounts

The CAS process ean-be-completedis also used for consolidated accounts. HRISThe system will generally
compute the district tax based on the selected prior returns. Staff must verity the allocation of district tax
on all assessments, since -|-|n certaln situati ons the district tax may not have been properly allocated or
created by the system. 3l :
Some-sSituations that would erehl-lertprevent the wstem from creatl ng thecorrect d|str| ct tax areincl ude

<o Singlelocation accounts that reportiag sales in more than one district.

«e _Multiple location accounts that operateiag in more than one district, andbut the assessment is not
based on prior returns.
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=e Multiple location accounts that operateing in more than one district, the assessment is based on
prior returns, andbut the sub-locations have changed in assessment period.

Allocations of district tax can be reviewed using the system’s Maintain/Inquire menu. For information of
the steps required to review and allocation refer to Xxxxx.

Security, Payments and Credits

AnyWhen security, payments or credits to—beare applied to thea CAS, staff sheuld-haveanotation
entered-on-enter a note in the justification field or in the Revenue comments field. Hacludelnformation
that should be entered includes the payment amount, effective date and any other applicable comment.
These payments/credits will not necessarily be automatically applied. However, {RISthe system will
automatically adjust any penalties and recalculate interest when the payments/credits are applied.

Fixtures and Equipment

Normally, an assessment for Efixtures and equipment eaawill be included in a Compliance-Assessment
CAS when ereatingstaff creates a Revenue entry on the Derive Estimated Revenue screen. However,
when payment has been received that will fully satisfy the liability for the asset sale, staff should use the
Derive Estimated Revenue — F& E Assessment screen to create the CAS. The Derive Estimated Revenue
— Fixtures and Equipment screen is used to derive Revenue for a single period based upon a specified
Fixture & Equipment (F& E) amount. This process will accept the F & E amount and derive the return by
"backing into" the taxable measure using the F & E amount. A One-Time (OTM) Financial Obligation
without Revenue must exist. Do not use a Periodic FO for this process.—FNote that this process wilkis
only be-used to create a Revenue entry for fixtures and equipment whente no penalty is to be assessed
and wherefull payment has been received. Fhisprocessreplacesform BT-1043:

Upon completion of a CAS for F&E, anthe system’'s aAss qnment Control Jrsautomatlcal ly routeds to-the
CAS to the dBistrict 09ffice's © »
reviewer. Those persons assigned to that role (e.0. supervisors, specid |sts) are responsible to review and
approve the CAS at the district level. The code used to identify the type of review assignment and the
procedures for review and required adjustments can be found in xxx.
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UNDERPAYMENTS OR OVERPAYMENTS OF $10.00 OR LESS 545.000

GENERAL 545.010

Sections 13943.5 and 16302.1 of the Government Code limit the amount of underpayment or
overpayment whichthat may be disregarded by a State agency at $50.00. The Board's policy is to bill
underpayments over $10.00.

ACCOUNTS RECEIVABLE BALANCES 545.020

Debit and credit balances of $10.00 or less appearing as a Differenceen—aceounts—receivable- are
adtomatically-periodically written off each-day. These balances will be disregarded in the preparation of
any subsequent billings whichthat are processed after the balances are written off. A refund or credit for
the amount written off may be re-established upon receipt of a claim from the taxpayer within the
three-year limitation period.

HELPDISTRICT COLLECTION 545.030

Routine billing and collection procedures will not apply to underpayments of $10.00 or less. However,
in any case where the taxpayer voluntarily pays such an item, payment will be accepted. Similarly, if the
district office must contact the taxpayer for some other reason, it wit-be-in-orderis advisable to collect
small items of $10.00 or less at the same time. Likewise, where an account is closed-out and cash
deposit is available, amounts due of $10.00 or less will be deducted before refund is made.

MINIMUM AMOUNT OF OVERPAYMENT REFUNDS MADE WITHOUT CLAIMS  545.040

Overpayments of $10.00 or less with tax returns or accounts receivable items will not be refunded unless
the taxpayer files a claim for refund within the three-year limitation period (six months with respect to
determinations).
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DELINQUENCY CONTROL 550.000

GENERAL 550.010

| Delinquency control is that part of the Board's operation whichthat identifies delinquent accounts and
controls the preparation of notices and various reports pertaining to these accounts. Delinquent accounts,
asreferred to in this section, are:

<o aAccountswhichthat have failed to file tax returns,

«e___aAccounts whichthat have been mailed Notices of Hearing for any reason, and

«e___aAccounts whichthat have had their licenses or permits revoked for any reason.

The procedures outlined in this section pertain to sales and use tax accounts. Cigarette, use fuel, diesel

| fuel, motor vehicle fuel tax-and acoholic beverage tax delinquencies are controlled by the Special Taxes
Department (STD). All notification of delinquencies, hearings and revocations for STD accounts will be
issued by STD.

The Alcoholic Beverage Tax Law does not contain any provisions for revocation. The licenses issued
under this law are nonrevocable by the Board. The Alcoholic Beverage Tax Law does, however, provide
that the Board shall give written notice to the Department of Alcoholic Beverage Control whenever any
taxpayer's bond is canceled or becomes unenforceable, or whenever there is a failure to report and pay
any taxes or penalties which are due.

Delinquent motor vehicle fuel tax balances are not part of the Board's delinquency control function, but
are the responsibility of the State Controller.

DELINQUENCY CONTROL CYCLE 550.030

The delinguency control cycle consists of establishing a delinquent record, preparing a Notice to Appear
- Revocation Proceeding, preparing a Notice of Revocation, and retaining the record until the
delinquency is cleared and the permit or license is reinstated.

Notice to Appear - Revocation Proceeding

a-NeticesNotice to Appear - Revocation Proceeding areis mailed for delinquent records, i.e., returns,
balance, and security, except in those circumstances listed below. For balances and security a “Cause
Delinguency” must first be initiated. Fhey-are-The notice is mailed approximately 30 to 60 days after the
accounts becomes delinquent in filing tax returns. Fhey-arelt is mailed approximately 90 days after a
determinations hawve-has been mailed and remains unpaid. Fhey-arelt is mailed approximately 60 days
after abillings for non-remittance, partial remittance, or bad check have-has been issued. See aso CPRPM
sections 360.030 and 751.030.
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Noticesto Appear - Revocation Proceeding are not mailed to the following:

ZAccounts on which the returnperiedperiodic delinquency to be cited has either a date or a permanent |
withhold.

2:Accounts whichthat gave-have an account level withhold for either a date or a Bankruptcy.

3:Closed-out accounts.

4.Accounts with outstanding revocations.

5:.Use Tax accounts (Final Notices are mailed to Use Tax accounts).
6-Code-29-Part-time accounts.

Final Notices

b-A Final Notices are-is mailed to a recorded active delinquent use tax accounts whichthat have-has not
cleared tax—+eturnperiodic delinquencies. Final Notices are not mailed to closed-out accounts.

Notice of Revocations

€—A Notices of Revocations—areis mailed to an active delinquent accounts for which the Notice to
Appear - Revocation Proceeding have-has been mailed. Fhey-arelt is mailed approximately 80 to 125
days after the Notices to Appear - Revocation Proceeding are-is mailed to the delinquent accounts,
providing the account is still cited at the time the Notices of Revocation are-is produced. Notices of
Revocation are hot mailed to the following accounts:

1. Closed-out accounts.
2. Use Tax accounts.
3. GCode29-Part-time accounts.

DELINQUENCY CONTROL RECORD 550.040

The delinguency control records reflect active or closed out accounts which have not filed returns, active
accounts which have been mailed a Notice to Appear - Revocation Proceeding for any reason, and active
accounts which have been mailed a Notice of Revocation for any reason.

Periodic Delinquent Record
a—A-taxreturnA periodic delinquent record is established automatically when:

An account failsto file areturn.

2. Anaccount is reinstated after closed-out in error with an effective date prior to the current reporting
period.

3. Change forms are processed affecting reporting periods whichthat may create tax—returaperiodic |
delinquent records. Some examples are retroactive change of reporting basis, change of starting or
close-out date, transfer of returns between accounts, etc. |

4. An application for a new or converted account is processed with a starting date prior to the current
reporting period.

Cause Delinquency Records

b—Cause delinquent records are established upon on-line request from fielddistrict offices or Special
Procedures Seetion-and-NetieesSection. Notice to Appear - Revocation Proceedings are issued for:

1. Failureto Pay Balance Due (A/R).

2. Failureto Comply
3. Failureto Post Security.
4. Fallureto Post Security Additional Security.
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5. Failureto Post Security Replacement Security.

6. Failureto Comply: SG
i ol bal .
i e i el )  the law.

DELINQUENCY CONTROL RECORD CLEARANCE 550.070
Periodic Delinquency

a—A-tax—returnA periodic delinquency is cleared when any taxreturn—ortax return or facsimile; for a
delinquent period is processed in Hheadquarters.

NOTE—When a partial remittance or non-remittance sales tax return is processed in hHeadquarters
between the mailing of the Netice-ef-HearingNotices to Appear - Revocation Proceeding, and the mailing
of the Notice of Revocation, the account appears on a report "Cites Cleared by NR/PR" which is output
from the Delinquency 3 Reports screen. _The returnperiadperiodic delinquency is cleared by the NR or
PR return. If desired, districts may reestablish the citation record for the cause reason of Failure to Pay

Balance Due anytime prior to the next revocation cycle producing-of-Revocationsfor-the-particular-tist
number involved.

A a a .--. ala alda aats SO a N nn ala I a

penedsProc ing iepms—Gchanqes affectlnq reporting perlods may also clear a perlodlc delinquency
record. Some examples are retroactive change of reporting basis, change of starting or close-out date,
transfer of returns between accounts, etc. A reinstatement application will not clear a tax—+returaperiodic
delinquent record.

Cause Delinquency
b—Other—ddinguentrecordsCause delinquencies described in section 550.040 are cleared when the

taxpayer clears the cause for which the delinquent record was established, or by a request from the
fielddistrict office or from Hheadquarters Jh@edelmqaent—peeepdsare

Notices of Revocation.
A-Inoperative revocations are cleared by districts using on-line delinquency actions.

B--Active revocations are cleared by reinstatement application or close-out. Reinstatement applications
or elose-out—tformscloseout will also clear delinquent records established for cause (failure to post
security, failure to pay delinquent balances or failure to comply with a particular section of the law).

€-To prevent the erroneous mailing of a Neticesa Notice to Appear - Revocation Proceeding or Netices-of
Revocation-the field-offices a Notice of Revocation, the district office must promptly process close-outs,
withholds, payments, returns and other documents that clear delinquencies. These documents, including
"No Sales' tax returns, must be ferwarded-sent to hHeadquarters no later than the day following their
recei pt in the dlstrlct offlce F|-e|-G|DIStrICt offlces will establlsh on- -line W|thholds when
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DELINQUENT INVENTORY OF AGED CLOSED-OUT ACCOUNTS 550.120

Districts use the Delinquency Review Program (DEL REV) to generate delinquency reports. This
program will produce customized reports based on parameters entered by the user.
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EXHIBITS

Debit and Credit Interest Rate INfOrmMatioN. ... c...ieieiiii i iis it iies st s seessieesssesssaesasesssbeseanesessessanssessessanessans Exhibit 1
Schedules Required TO BE IO .....iiuiiieiiieiiiii it ses s stesssiesssbessanesssbessabessabessasessabessasesssessannseasessnnessnne Exhibit 2
OffiCial StAtE HOlIOAYS. .. uuiiieiiiti i iiiei i iies s stes st s i stesiitesstessssessbessseeesaeesasesssbessaneseabessaneesabessaseseabessssnssnsessas Exhibit 3
Consumer Use Tax Procedures for Vehicles, Mobilehomes, Vessels, Aircraft, and Customs Program........... Exhibit 4

January 2001 |



Compliance Policy and Procedures Manual

DEBIT AND CREDIT INTEREST RATE INFORMATION

BOARD OF EQUALIZATION Exhibit 1
PERIOD ANNUAL RATE COMPUTED_ON METHOD/FACTOR
| DEBIT CREDIT ON
01/01/76 - 05/31/82 12% 12% Tax Only Per Y ear Computed
Monthly/ .01/month
06/01/82-12/31/82 18% 18% Tax Only Per year Computed
Daily/.00049315/day
01/01/83-02/28/83 14% 14% Tax Only Per Y ear Computed
Daily/.00038356/day
03/01/83-06/30/83 16% 16% Tax Only Per Y ear Computed
Daily/.00043836/day
07/01/83-06/30/84 11% 11% Tax & Per year Computed
Interest Daily/Use Schedule
07/01/84-12/31/84 11% 11% Tax, Int. & Per year Computed
Penalty Daily/use Schedule
01/01/85-06/30/85 13% 13% Tax, Int. & Per Y ear Computed
Penalty Daily/Use Schedule
07/01/85-12/31/85 14% 14% Tax only Per year Computed
Monthly/.01167/month
01/01/86-06/30/86 13% 13% Tax Only Per year Computed
Monthly/.01083/month
07/01/86-12/31/86 12% 12% Tax Only Per year Computed
Monthly/.01/month
01/01/87-09/30/87 11% 11% Tax Only Per Y ear Computed
Monthly/.009167/month
10/01/87-12/31/87 13% 13% Tax Only per year Computed
Monthly/.01083/month
01/01/88-03/31/88 14% 14% Tax Only Per year Computed
Monthly/.01167/month
04/01/88-09/30/88 13% 13% Tax Only Per year Computed
Monthly/.01083/month
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APPENDECA {eont1)-556:150
DEBIT AND CREDIT INTEREST RATE INFORMATION

BOARD OF EQUALIZATION Exhibit 1 (cont.)
PERIOD ANNUAL RATE COMPUTED ON METHOD/FACTOR
DEBIT CREDIT ON |
10/01/88-03/31/89 14% 14% Tax Only Per Y ear Computed
Monthly/.01167/month
04/01/89-09/30/89 15% 15% Tax Only Per year Computed
Monthly/.01250/month
10/01/89-06/30/91 14% 14% Tax Only Per Y ear Computed
Monthly/.01167/month
07/01/91-12/31/91 14% 6% Tax Only Per year Computed

DR. Monthly/.01167
CR. Monthly/.00500/month

01/01/92-06/30/92 13% 6% Tax Only Per year Computed
DR. Monthly/.01083/month
CR. Monthly/.00500/month

07/01/92-12/31/92 12% 4% Tax Only Per Y ear Computed
DR. Monthly/.01000/month
CR. Monthly/.00333/month

01/01/93-06/30/93 11% 3% Tax Only Per Y ear Computed
DR. Monthly/.09167/month
CR. Monthly/.00250/month

07/01/93-12/31/94 10% 3% Tax Only Per Y ear Computed
DR. Monthly/.00333/month
CR. Monthly/.00250/month

01/01/95-06/30/95 11% 34% Tax Only Per Y ear Computed
DR. Monthly/.09167/month
CR. Monthly/.00250/month

07/01/95-06/30/96 12% 6% Tax Only Per Y ear Computed
DR. Monthly/.01000/month
CR. Monthly/.00500/month

07/01/96-06/30/97 12% 5% Tax Only Per Y ear Computed
DR. Monthly/.01000/month
CR. Monthly/.00417/month
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APPENBIXA————————————————————————————————————————————(eont:2) 556150
DEBIT AND CREDIT INTEREST RATE INFORMATION

BOARD OF EQUALIZATION Exhibit 1 (cont.)
PERIOD RATE COMPUTED ON METHOD/FACTOR
| DEBIT CREDIT
07/01/96-12/31/98 12% 5% Tax Only Per year Computed

DR. Monthly/.01000/month
CR. Monthly/.00417/month

01/01/99-06/30/99 11% 5% Tax Only Per Y ear Computed
DR. Monthly/ .00917/month
CR. Monthly/ .00417

07/01/99-12/31/99 10% 4% Tax Only Per Y ear Computed
DR. Monthly/ .00833/month
CR. Monthly/ .00333/month
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SCHEDULES REQUIRED TO BE FILED Exhibit 2

[Exhibitsto be added in next revision]
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Official State Holidays Exhibit 3
New Year's Day January 1
Martin Luther King, Jr. Day Third Monday in January
Lincoln's Birthday February 12
President’s Day Third Monday in February
Cesar Chavez Day March 31
Memorial Day Last Monday in May
Independence Day July 4
Labor Day First Monday in September
Columbus Day Second Monday in October
Veterans Day November 11
Thanksgiving Day and Day After Fourth Thursday and Friday in November
Christmas December 25
Every day appointed by the President of the United States or by the Governor of this State for
apublic fast, thanksgiving, or holiday.
If one of the foregoing legal holidaysfalls on a Sunday, the following Monday isalegal holiday.
If Veteran's Day falls on a Saturday, the preceding Friday is alegal holiday
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Consumer Use Tax Procedures for Vehicles/Mobilehomes, Vessels,

Aircraft, and Customs Program Exhibit 4

VEHICLES/MOBILEHOMES

Use Tax on vehicles and mobilehomes is due and payable by the purchaser at the time storage, use or
other_consumption of the property first becomes taxable, unless specificaly exempt. Registering a
vehicle with the Department of Motor Vehicles (DMV) or a mobilehome with Housing and Community
Development (HCD) constitutes filing areturn. The use tax will be collected, if applicable, by DMV or
HCD at the time of registration.

Persons Required To File

Any person who purchases a vehicle (as defined in the Vehicle Code) or mobilehome for use in
California from a person who is not licensed or certificated as a manufacturer, dealer, dismantler,
or lessor-retailer, and, who has not made application for registration with the DMV or HCD shall
filea Consumer Use Tax Return for VehiclessM obilehomes (BOE-401CSA).

M easur e and Due Date

Vehicles— The measureis the total purchase price, unless specifically exempt.

Mobilehomes — Effective January 1, 1986, the measure is the total contract price or the retail value as
determined by the Kelley Blue Book Manufactured Housing and Mobilehome Guide or the NADA
M obilehome M anufactured Housing Appraisal Guide, whichever islower.

Tax is due on or before the last day of the month following the month of purchase.

VESSELS - DOCUMENTED

Documented Vessel — A vessel documented by the United States Coast Guard (USCG) and issued avalid
marine certificate. Documentation is a world wide registration system in lieu of all other registration

reguirements.
Per sons Required to File

Any person who purchases a vessel for use, storage or other consumption in California documented by
the USCG shall file a Consumer Use Tax Return for Vessels (BOE 401-CSB).

M easur e and Due Date

The measure is the total purchase price of the vessel, unless specificaly exempt. *(The use tax rate is
based on where the vesse! is principally moored or berthed.)

The return must be filed and tax paid (if applicable) on or before the last day of the calendar month
following the month in which the return form is mailed or presented to the taxpayer, or the last calendar
day of the 12"" month following the month in which the vessel was purchased, whichever period expires
first.

Example: Purchase date of 01/15/96. Return mailed to taxpayer on 07/16/96 would have a tax due date
of 08/31/96. However a return mailed to the taxpayer on 05/12/97 would have a tax due date of 01/31/97
and penalty and interest would be due.

VESSELS - UNDOCUMENTED

Undocumented Vessel — Any vessel which is not required to have, and does not have a valid marine
certificate issued by the USCG, but must be registered in the state where principally used on the waters.
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DMV registers undocumented vessels for the State of California as an agent for the Department of
Boating and Waterways. Registering avessel with DMV constitutes filing areturn.  The use tax will be
collected, if applicable, by DMV at the time of registration.

Per sons Required To File

Any person who purchases an undocumented vessel for use in Cdlifornia from a person other than a
vessel dedler holding aseller’ s permit, and, who has not made application to DMV, shall file a Consumer
Use Tax Return for Vessels (BOE 401-CSB).

M easur e and Due Date

The measure is the total purchase price of the undocumented vessel, unless specifically exempt. (The use
tax rate is based on where the vessel is principally moored or berthed.)

Tax isdue on or before the last day of the month following the month of purchase.

AIRCRAFT
Persons Required To File

Any person who purchases an aircraft for use, storage or other consumption in California from a person
other than an aircraft dealer holding a seller's permit shall file a Consumer Use Tax Return for Aircraft
(BOE 401-CSP) and pay the use tax to the Board. The only agency which licenses an aircraft dealer is
the Board of Equalization.

M easur e and Due Date

The use tax due is measured by the total purchase price of the aircraft, including component parts, unless
specifically exempt. (* The use tax rate is based on where the aircraft is principally hangared.)

The return must be filed and tax paid (if applicable) on or before the last day of the calendar month
following the month in which the return form is mailed or presented to the taxpayer, or the last calendar
day of the 12" month following the month in which the aircraft was purchased, whichever period expires
first.

CUSTOMS

Use tax returns for purchases made in foreign countries and brought through U.S. Customs are mailed by
CUTS once an account has been established. CUTS reviews duty declarations that meet selection criteria
after the $400 per person exemption available pursuant to Section 6405 of the Sales and Use Tax Law.

Per sons Required to File

Any Cdifornia resident traveling to a foreign country who hand carries merchandise purchased for
storage, use or consumption and pays U.S. Customs duty, may be mailed a use tax return unless
specificaly exempt.

M easur e and Due Date

The measure is the total purchase price of property, less the $400 exemption(s) in U.S. dollars, declared
to the U.S. Customs Service, unless specifically exempt.

Tax is due on or before the last day of the calendar month following the month in which the return form
is mailed.

EXEMPTIONS

Every purchase of a vehicle, vessel or aircraft from a private party or non-dealer is subject to use tax
unless specifically exempt. These are some of the exemptions that are common to Consumer Use Tax
accounts:
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e Family transfers

» Purchases for resale (no permit)

» Out of state delivery and use (principle use or 90-day rule)

* Common Carriage
» Commercial Deep SeaFishing

There are other exemptions the law alows in certain situations, but the purchaser is responsible for documenting the
specific claim for exemption. Refer to Pamphlet 52 for guidelines.

PENALTY AND INTEREST ON USE TAX DUE ON VEHICLE/MOBILEHOME OR
UNDOCUMENTED VESSEL

Interest and penalties may accrue on use tax liabilities arising from purchases of vehicles, mobilehomes
and undocumented vessels.

Interest and/or penalties APPLY to the use tax where:

* A purchaser is delinquent in transferring registration of the vehicle, undocumented vessel, or
mobilehome through DMV _ or HCD. The purchaser is subject to penalty, and/or interest when
application for registration with DMV _or HCD is not made within 30 days of the change in ownership,
even if the change in ownership was never registered with DMV or HCD, as in the case of some multiple
transfers.

» A purchaser islatein filing areturn with the Board.

» A purchaser underpaid or failed to pay thetax to DMV, HCD or the Board.

» A purchaser of avehicle, vessel, or aircraft registers it outside the State of Californiafor the purpose of
evading the payment of taxes. A 50 percent penalty of any tax determined to be due on the sadles
price of the vehicle, vessel, or aircraft may be assessed (section 6485.1).

The following table illustrates specific situations in which penaty and interest applies to use tax due on
purchases of vehicles, undocumented vessels or mobilehomes:

Purchaser Has Applied For Registration With Department Of Motor V ehicles Or Department Of Housing
And Community Development

HOW TAX WASPAID HOW PENALTY AND INTEREST APPLIES

=

Use tax was timely paid to DMV/HCD and the owner No penalty or interest is due.
paid the correct amount of tax.

2. Use tax was timely paid to DMV/HCD, but the owner | The Board issues a determination for the additional tax.

paid |ess than the correct amount of tax. Interest is due on additional tax per Section 6482. No penalty
for late payment applies because Section 6591 does not apply
to determinations. Pendlties for negligence, intentiona
disregard, or fraud may be assessed, if warranted, on the
additional tax per Sections 6484 or 6485.*

3. Usetax was not timely paid to DMV/HCD, but the owner | Section 6292 paragraph (b) provides the late payment penalty
paid the correct amount of tax. applies per Section 6591 and is collected by DMV/HCD, but
no interest is due.
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4. Usetax was not timely paid to DMV/HCD, and the owner

Section 6292 paragraph (b) provides the late payment penalty

paid less than the correct amount of tax.

applies per Section 6591, but no interest is due on the tax paid
to DMV/HCD. However, when the Board issues a
determination for the additional tax, interest is due on the
additional tax assessed by the Board per Section 6482. Penalty
may be due, if warranted, on the additional tax per Sections
6484 or 6485 for negligence, intentional disregard or fraud.*

Purchaser Has Not Applied For Registration With

Department Of Motor Vehicles Or Department Of

Housing And Community Development

HOW TAX WASPAID TO THE BOARD

HOW PENALTY AND INTEREST APPLIES

1. Noreturn wasfiled. Determination is issued and penalty assessed by the Board on
the unpaid tax (Section 6511-Failure to file a return). Interest
is assessed per Section 6513. If warranted, fraud penalty may
also be assessed (Section 6514).*

2. A return was filed, but the use tax transaction was not | Determination is issued for the estimated tax. If warranted, the

reported. penalty for either negligence or fraud may be assessed pursuant
to Section 6484 or 6485. Interest is due per Section 6513. *
3. A return was filed late with the correct amount of tax | Penalty and interest are due per Section 6591.

paid.

4, A return wasfiled late with no remittance.

A demand is issued for tax. Late penalty and interest due per
Section 6591.

*The finality pendty of 10% as specified in Section 6565 applies only to the tax for which

determinations are issued by the Board if not paid within the required time limit. However, if a petition

for redetermination isfiled timely, the finality penalty does not apply.
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